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ANNUAL REPORT 

Associated Brewing Company 


financial highlights 

1964 

1963 

1962 

Gross Sales . 

$44,103,678 

$32,894,184 

$27,104,938 

Net Sales . 

$25,309,961 

$18,057,562 

$16,091,227 

Cash Flow (1). 

$ 1,904,822 

$ 1,249,331 

$ 739,105 

Per Share. 

$ 1.18 

$ .83 

$ .49 

Earnings (Before Taxes). 

$ 1,020,268 

$ 614,590 

$ 103,753 

Per Share. 

$ .63 

$ .41 

$ .07 

Earnings (After Taxes and Special Items) (2). 

$ 813,268 

$ 614,590 

$ 103,753 

Per Share. 

$ .50 

$ .41 

$ .07 

Working Capital . 

$ 5,228,880 

$ 4,392,791 

$ 3,650,122 

Stockholders’ Equity. 

$14,004,446 

$12,759,194 

$12,294,467 

Per Share. 

$ 8.64 

$ 8.51 

$ 8.20 

Number of Shares Outstanding. 

1,620,487 

1,498,634 

1,498,634 


(1) Cash flow includes net income, depreciation, special credit and deferred income taxes. 

(2) 1964 includes special credit of $275,000 from realized tax carry forward benefits. 


annual meeting 

Annual Meeting of shareholders will be held on Thurs¬ 
day, April 15, 1965, at 10:30 A.M. at the offices of the 
Company, 3740 Bellevue Avenue, Detroit 7, Michigan. A 
proxy statement and proxy are enclosed with this annual 
report. May we request that you mail your proxy promptly 
if you do not plan to attend the shareholders’ meeting. 
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ASSOCIATED BREWING COMPANY 


3740 BELLEVUE AVENUE • DETROIT, MICHIGAN 48207 


TO OUR SHAREHOLDERS: 


Our sales volume increased 34% in 1964, and our earnings before taxes 
show a 66% increase over 1963. Earnings after taxes and special items amounted to 
$813,268 in 1964, as compared to $614,590 in 1963. Our cash flow amounted to $1.18 
per share or $1,904,822 in 1964, and $.83 per share or $1,249,331 in 1963. 

On June 30, 1964, your Company acquired a major brewery in Evansville, Indiana. 
The acquisition of the Sterling plant and products is an important step in 
solidifying our position as a leading regional brewer and gives us broader 
marketing areas upon which we can build for the future. Our financial 
statements include the results of our Sterling operation since June 30,1964, 
the date of its acquisition. 

The inordinately high Michigan beer tax of $6.61 per barrel continues 
in effect. We, along with many other beer manufacturers, as well as beer 
wholesalers, have striven for substantive relief from this unfair tax. Indeed, we 
are continuing to strive for tax reduction at the present time. 

The general competitive struggle in our marketing areas is extremely 
intense, and to make sure that our Company is in the strongest possible 
posture to cope with this struggle, we have bolstered our organization by 
placing key men in new positions of responsibility. We have also appointed the 
J. Walter Thompson Company as one of our advertising agencies to be 
responsible for additional important advertising efforts. 

In closing, let me assure you that we are making every effort to continue 
the progress and growth of our Company. 


Sincerely, 



Herbert S. Epstein 
President 


March 5, 1965 




























ASSOCIATED BREW 
ITS CONSOLIDATED 

CONSOLIDATED BALANCE SHEETS, 


ASSETS 1964 1963 ^ 

Current assets: 

Cash. $ 2,279,241 $ 1,621,123 

Accounts receivable, less allowance for doubtful 
accounts, $110,568 in 1964 and $95,083 in 1963 . 1,533,836 1,518,863 


Inventories, at the lower of first-in, first-out or 
average cost or market: 

Beer. 1,008,786 641,862 

Brewing materials. 225,132 143,852 

Federal and state excise taxes. 136,774 59,682 

Bottles, cans and cartons, including those held by 
customers, less customers’ deposits, 

$1,330,246 in 1964 and $932,543 in 1963 . 2,526,448 1,864,064 

Bottling supplies. 162,694 11 9.594 

Total inventories. 4,059,834 2,829,054 

Prepaid expenses. 992,511 755,994 

Total current assets. 8,865,422 6,725,034 


Property, plant and equipment: 

At cost! 

Buildings. 8,642,466 6,569,596 

Machinery and equipment. 15,601,587 11,090,938 

24,244,053 17,660,534 

Less, Accumulated depreciation. 10,476,277 9,786,181 

13,767,776 7,874,353 

l_ anc |. 761,593 598,034 

14,529,369 8,472,387 

At estimated realizable value, facilities held for disposition 155,550 279,835 

Total property, plant and equipment, net. 14,684,919 8,752,222 

Total assets. $23,550,341 $15,477,256 


The accompanying notes are a part of the financial statements. 



















































ING COMPANY AND 
SUBSIDIARY (Note A) 

as at December 31, 1964 and 1963 


LIABILITIES 1964 

Current liabilities: 

Dividend payable, January 8, 1965, January 10,1964 ... $ 162,049 

Note payable, bank (Note B). 250,000 

Accounts payable. 1,852,187 

Customers’ deposits on kegs and pallets. 219,848 

Accrued expenses. 1,152,458 

Total current liabilities. 3,636,542 

Notes payable bank, less amount due within one year, 

$250,000 in 1964 (Note B). 5,600,000 

Accrued pensions. 102,353 

Deferred federal income taxes (Note C). 207,000 

Total liabilities. 9,545,895 


CAPITAL 


Capital stock, $1 par value (Notes A and D): 

1964 1963 

Shares authorized 2,500,000 2,500,000 

Shares issued and cutstanding 1,620,487 1,498,634 1,620,487 

Paid-in capital (Note A). 5,754,216 

Accumulated earnings, as annexed. 6,629,743 

Total capital. 14,004,446 

Total liabilities and capital. $23,550,341 


1963 


$ 149,863 

1,202,729 

153,575 

826,076 

2,332,243 

275,000 

110,819 


2,718,062 


1,498,634 

5,282,036 

5,978,524 

12,759,194 

$15,477,256 


The accompanying notes are a part of the financial statements. 
















































CONSOLIDATED 

STATEMENTS 

OF INCOME AND ACCUMULATED EARNINGS 

for the years ended December 31, 1964 and 1963 

1964 1963 

Sales. $44,103,678 $32,894,184 

Less, Federal and state excise taxes. 18,793,717 14,836,622 

Net sales. 25,309,961 18,057,562 

Cost of sales. 18,803,962 13,857,951 

Gross profit. 6,505,999 4,199,611 

Shipping, selling, advertising, 

administrative and general expenses. 5,314,520 3,521,231 

Profit from operations. 1,191,479 678,380 

Other income. 125,687 112,048 

1,317,166 790,428 

Other deductions. 296,898 175,838 

Income before provision for federal income taxes 1,020,268 614,590 

Provision for federal income taxes (Note C). 482,000 — 

Net income. 538,268 614,590 

Special credit, arising from tax loss carry-forwards (Note C) 275,000 — 

Net income and special credit. 813,268 614,590 

Accumulated earnings: 

Balance, January 1. 5,978,524 5,513,797 

6,791,792 6,128,387 

Less, Dividends of 10^ a share: 

Declared in November, 1964 paid in January, 1965 . . 162,049 

Declared in November, 1963 paid in January, 1964 . . 149,863 

Balance, December 31. $ 6,629,743 $ 5,978,524 


The accompanying notes are a part of the financial statements. 











































CONSOLIDATED 

STATEMENT 

OF CHANGES IN WORKING CAPITAL 

for the year ended December 31, 1964 


Working capital, January 1, 1964 . 

Additions to working capital by source: 

From operations and special credit: 

Net income and special credit for the year. $ 813,268 

Add, Charges which did not reduce working capital: 

Depreciation. 884,554 

Federal income taxes deferred to future periods . . . 207,000 

Total derived from operations. 1,904,822 

Proceeds from sales of fixed assets, net of gains 
included in income. 161,869 

From long-term financing: 


Proceeds of long-term loan.$6,850,000 

Less, Repayments on long-term loans (includ¬ 
ing instalments reclassified as currently due) 1,525,000 

5,325,000 

Value assigned capital stock issued. 594,033 


5,919,033 

Total additions to working capital. 7,985,724 

Dispositions of working capital: 

Additions to fixed assets: 

Acquisition of Sterling plant and equipment. 6,571,345 

Other. 407,775 

Dividends declared, payable January 8, 1965 . 162,049 

Reduction in noncurrent portion of accrued pensions . . _ 8,466 

Total dispositions of working capital . . . 7,149,635 

Increase in working capital. 

Working capital, December 31,1964 . 


$ 4,392,791 


836,089 
$ 5,228,880 


The accompanying notes are a part of the financial statements. 
































NOTES TO FINANCIAL STATEMENTS 

for the years ended December 31, 1964 and 1963 

Note A: On June 30, 1964 Associated Brewing Company acquired through a newly organized 
wholly owned subsidiary, Sterling Brewers, Incorporated, the net assets of Sterling 
Brewers, Inc. of Evansville, Indiana. The approximate net cost of this acquisition was 
$6,500,000 plus 121,853 shares of the common stock of Associated Brewing Company. 
The stock issued has been accounted for by a credit to the capital stock account of 
$121,853 and a credit to the paid-in capital account of $472,180. 

The consolidated financial statements include the accounts of the Company and its 
subsidiary, Sterling Brewers, Incorporated since June 30, 1964. 

Note B: The note payable to the bank bears interest at the rate of 5% per cent per annum, and is 
payable in quarterly installments of $250,000 plus interest. Of the amount due in 1965, 
$750,000 has been paid in advance. The loan agreement requires that the Company 
maintain working capital of $2,283,000 (exclusive of prepaid expenses) and net worth of 
$8,500,000, on a consolidated basis and contains certain restrictions on the pledge or 
disposition of assets and further mergers or consolidations without prior written approval 
of the lending bank. 

Note C : No federal income taxes are payable by the Company in 1964 due in part to the avail¬ 
ability of tax loss carry-forwards of prior years and in part to allowable deductions for tax 
purposes in excess of those recorded for financial statement purposes. The tax reduction 
attributable to tax loss carry-forwards, $275,000, arising from disposition of an idle plant 
and losses of an acquired company in years prior to acquisition has been recorded as a 
special credit. The portion of the tax reduction arising from amounts deducted for tax 
purposes in excess of the deductions charged to income in the financial statements has 
been recorded as deferred federal income taxes applicable to future periods when tax 
deductions will be less than amounts charged to income in the financial statements. 

Note D: Under the terms of a stock option plan adopted in 1961, and revised in 1964 to bring it 
into conformity with recent amendments to the Internal Revenue Code, options may be 
granted for 125,000 shares of common stock of the Company at prices of not less than 
100 per cent of fair market value of the shares at the time the options are granted, but in 
no event at less than par value. The revisions to the stock option plan and all options 
granted under the plan as revised are subject to stockholder approval. 

Options were granted in 1961 for 30,000 shares at an option price of $5.00 per share, and, 
in 1964, for 39,000 shares at an option price of $4,875 per share. 

The options granted in 1961 were exercisable to the extent of 16,500 shares as at Decem¬ 
ber 31, 1964 and options for the remaining 13,500 shares will become exercisable to the 
extent of an additional 4,500 shares per year on June 21 of each year from 1965 to 1967, 
inclusive. The options are cumulative and unexercised options expire eight years from 
the date of grant. 

The options granted in 1964 are also cumulative and become exercisable to the extent of 
9,750 shares per year on August 19 of each year from 1965 to 1968, inclusive. Unexercised 
options expire five years from the date of grant. 

Note E: Allowances for depreciation of $884,554 in 1964 and $634,741 in 1963 have been deducted 
in the statements of income. 






Lybrand, Ross Bros. & Montgomery 

Certified Public Accountants 


Coopers 6c Lybrano 

IN AREAS Or THE WORLD 
OUTSIOE THE UNITED STATES 


To the Board of Directors and Shareholders of 
Associated Brewing Company: 

We have examined the consolidated balance sheet of 
Associated Brewing Company and its Consolidated Subsidiary as 
at December 31> 1964 and the related consolidated statement of 
income and accumulated earnings for the year then ended. Our 
examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we 
considered necessary in the circumstances. We previously 
examined and reported upon the financial statements of the 
Company for the year ended December 31 > 1963* 

In our opinion, the accompanying balance sheets and 
statements of income and accumulated earnings present fairly the 
consolidated financial position of Associated Brewing Company 
and its Consolidated Subsidiary at December 31> 1964 and 1963 
and the results of operations for the years then ended, in 
conformity with generally accepted accounting principles applied 
on a consistent basis. 


We have made a similar examination of the accompanying 
consolidated statement of changes in working capital which, in our 
opinion, when considered in relation to the basic financial state¬ 
ments, presents fairly the changes in working capital of the 
Company and its Consolidated Subsidiary for the year ended 
December 31 > 1964. 




Detroit, Michigan 
January 29, 1965* 
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